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THE SUFFOLK BANK 



AND 



ITS REDEMPTION SYSTEM. 



IN the year 1818 the Suffolk Bank of Boston w^s 
chartered by the State of Massachusetts, being the 
sixth bank in that city. Originally organized for the 
ordinary purposes of issuing bills, receiving money on 
deposit, and loaning the same, it came in time to be the 
most widely known and the most influential of the New 
England banks, by reason of establishing and applying 
to those banks a system of redemption known as the 
Suffolk Bank system. This system was nearly identical 
with that of the present National Redemption Agency 
at Washington, and served as the model upon which it 
was formed. The Comptroller of the Currency, under 
and by aid of the National Bank Act, requires the na- 
tional banks of the United States to keep a permanent 
fund in Washington, and redeem all their bills in that 
city. The Suffolk Bank, without the aid of any law, 
state or national, forced the banks of the New England 
States to keep a fund in specie in Boston, for the re- 
demption of their bills ; and it received, assorted, and 
redeemed all such bills, throwing out, and so discredit- 
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ing, the bills of all banks which would not provide for 
the prompt redemption of their currency in that city. 
So potent did it become, that to be discredited at the 
Suffolk Bank was virtual failure, and the bills of any 
such bank were at once at a discount. 

The business man of to-day knows little, by experi- 
ence, of the inconvenience and loss suffered by the 
merchant of sixty years ago, arising from the currency 
in which debts were then paid. The national bank-notes 
which he now receives are current for their face value, 
whether issued by the National Bank of Commerce of 
New York, with a capital of five million dollars, or by 
the National Bank of Yankton, Dakota, with a capital 
of fifty thousand. Each is alike secured by the pledge 
of the faith of the whole people of the United States. 
He cares not by what national banks the notes are 
issued, where they may be situated, whether they are 
sound, or whether they are insolvent. He receives them 
to-day in. payment at their face, knowing that to-morrow 
he can use them in any State of the Union without 
possibility of loss either from depreciation or lack of 
currency. Not so with the merchant of 1818. Receiv- 
ing payment in bank-notes, he assorted them into two 
parcels, current and uncurrent. In the first, he placed 
the notes issued by the solvent banks of his own city ; 
in the other, the bills of all other banks. Upon these 
latter there was a discount, varying in amount according 
to the location £^nd the credit of the bank issuing them. 
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How great the discount was he could learn only by con- 
sulting his "Bank Note Reporter," or by inquiring at 
the nearest exchange office ; and he could avail himself 
of them only by selling them to a dealer in uncurrent 
money. He could neither deposit them nor use them in 
payment of his notes at a bank. The discount on them 
varied from one per cent upwards, according to the dis- 
tance the bills had to be sent for redemption and the 
financial standing of the bank by which they were issued. 
Many banks were established in remote places, mainly 
for the purpose of making a profit on circulation. The 
more distant they were from the business centres the 
more expensive it was to send their bills home for re- 
demption, and the more difficult it was for the general 
public to know their true financial condition. 

This unsatisfactory state of the currency, with its 
annoyances and risks, continued till the establishment 
of the Suffolk Bank system in 1824. For some years 
previous to this date, the city had been so flooded with 
country bank notes that the Suffolk Bank had found it 
a source of profit to buy such money, and send it home 
for redemption ; agreeing with any bank depositing 
with it five thousand dollars as a permanent deposit, 
with such further sums as should be sufficient from 
time to time to redeem its bills, that such bank should 
have the privilege of receiving its own bills at the 
same discount at which they were purchased. With 
certain strong banks located in some of the inland cities 
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an arrangement was made whereby they should have the 
privilege of receiving such of their bills as the Suffolk 
Bank had purchased at the same discount as taken, 
without the permanent deposit of five thousand dollars; 
provided said banks would make all their deposits at the 
Suffolk Bank, and at all times have money sufficient to . 
redeem the bills taken. 

A vote was also passed " That should any bank refuse 
to make the deposit required, the bills of such bank 
should be sent home for payment at such times and in 
such manner as the directors might order and direct." 

The animosity of the country banks which were un- 
willing to keep a deposit in Boston for the redemption 
of their bills was naturally very much aroused when the 
Suffolk Bank, collecting their bills, sent them home for 
specie ; and much ill-feeling was engendered, and con- 
troversies and quarrels were of frequent occurrence. 

The following quotation from the correspondence of. 
the bank shows its motives Were not entirely selfish, but 
that a principle underlay all its seemingly arbitrary 
action : — 

" The directors think it unnecessary to make any remark 
upon the right which one corporation has to demand of 
another the payment of its just debts ; and in their banking 
operations they not only profess, but intend, to be governed 
by those wholesome rules and regulations which are for the 
mutual good of all banking institutions." 

This right, thus early enunciated, was that upon which 
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the Suffolk Bank system was founded ; upon it the bank 
rested during the whole existence of the system ; and in 
giving it up forty years later the directors placed upon 
record this, among other reasons, — *' because the right 
to demand specie of a bank for its promise to pay can- 
not be given up without destroying the efficacy of the 
system." 

From 1818 to 1824 the circulation in Boston consisted 
almost entirely of the notes of banks located outside of 
that city. With more than one half of the banking 
capital of New England, the Boston banks supplied only 
one twenty-fifth of the bills in use. Two of the direc- 
tors of the Suffolk Bank, Messrs. John A. Lowell and 
William Lawrence, both actively engaged in the dis- 
tribution of textile fabrics throughout New England, had 
become deeply impressed with the evils attending this 
undue issue of country money. They had experienced 
these evils not only in their own business, but, as direc- 
tors in the bank, they had seen how small a proportion 
of the circulation was enjoyed by the city banks. They 
had given so much consideration to the subject, and 
were so deeply interested in it, that they were appointed 
by the Suffolk Bank a committee, for the purpose of 
conferring with the other banking institutions of the 
city concerning the measures which it might be ex- 
pedient for them in common to adopt, with a view of 
checking the enormous issues of country, and especially 
Eastern, paper, and of securing to the bills of the Boston 
banks a just proportion of the circulation. 
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In accordance with the power thus conferred upon 
them, on the loth of April, 1824, they addressed the 
following letter to each of the Boston banks : — 

" The subscribers, having been chosen by the directors of 
the Suffolk Bank a committee for the purpose of conferring 
with the other banking institutions in the city concerning the 
measures which it might be expedient for them in common to 
adopt, with the view of checking the enormous issues of coun- 
try, and especially Eastern, paper, and of securing to the bills 
of the Boston banks a just proportion of the circulation, beg 
leave to call the attention of your board to the following state- 
ment of facts : — 

" That of the whole incorporated banking capital of New 
England, amounting to less than twenty million dollars, the 
eleven banks in this city possess ten million one hundred and 
fifty thousand. That estimating the circulation of the country 
banks at only seventy-five per cent, of their capital, which they 
believe to be a moderate computation, these banks furnish 
seven million five hundred thousand dollars of the circulating 
medium, while the banks in the city, with a capital equal to 
all the rest, keep in what may be fairly termed permanent 
circulation only three hundred thousand dollars. That this 
prodigious credit thus enjoyed by the country banks is not 
owing to any superior confidence in 'the .stability of these in- 
stitutions, or in their ability to redeem their promises in gold 
and silver, but may be attributed to a discount founded on the 
very difficulty and uncertainty of the means of enforcing their 
payment. Such would not be the natural operation of these 
causes were these institutions what they profess to be, — 
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establishments for the discount of country notes and the con- 
venience of country traders. Their bills would then circulate 
only in their own immediate vicinity. The farmers, who come 
to this city to dispose of their produce, would take back Bos- 
ton bills, which the traders would in their turn bring down to 
pay for foreign or domestic merchandise. The superior 
stability and security of our banks would insure this result. 
But under the existing circumstances we presume that a very 
great proportion of the discounts of the country banks are 
made in Boston. Loans to an immense amount are made by 
their agents here at reduced rates of interest, payable in three 
or five days after demand, so that they can be in funds at very 
short notice, and in this manner necessarily deprive us of 
much valuable business. And this great circulation is enjoyed 
by the banks out of the State, who do not pay the tax to the 
Commonwealth which we are compelled to pay. The injury 
to the country trade which has by some persons been appre- 
hended from any measures which tend to curtail the issues of 
country paper we believe to be, in the long run, merely ima- 
ginary. No reasonable man can doubt that the banks in the 
interior are numerous enough for the supply of all the wants 
of their own traders, and the probability is, that when the time 
and attention of those companies shall be no longer distracted 
by so many negotiations foreign to their legitimate design, 
they will be even more liberally supplied than at present. 

" The banks in New York have tried the experiment with 
the disadvantage of deducting no discount to reimburse them 
for the expense ; and yet we are assured from unquestionable 
authority that they find themselves amply indemnified by the 
increased circulation of their own city alone.. We. think, 
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however, that a discount of one fourth of one per cent, would 
as effectually answer the end proposed, and at the same time, 
if judiciously managed, be nearly sufficient to pay all the 
attendant expense of sending home the bills even of the most 
distant banks. 

" Since the last of January the Suffolk Bank has received 
nearly one million dollars of country paper, the greater part 
of which has been sent home for collection, or redeemed by the 
agents here at par. Notwithstanding the unfavorable season 
and bad state of the roads, they do not find themselves losers 
by the operation. But the measures hitherto pursued have 
been only partially effectual. Part of the bills thus removed 
from circulation are replaced by a worse description of paper. 
The sending home of the latter must be attended with some 
risk, and as the benefits proposed in our increased circulation 
and discounts will be common to all the banks in this city, 
we deem it but just to call upon them to contribute their pro- 
portion towards the risk. 

" With these views we make the following proposals. That 

a fund of hundred thousand dollars, to be assessed in 

proportion to their respective capitals, be raised by the several 
banking institutions, who may agree to the arrangement, to 
be placed at the disposal of one or more banks for the pur- 
pose of sending home the bills of the banks in the State of 
Maine, in such way as may be deemed expedient. That this 
capital shall be paid in the bills of the several banks, which 
shall be indiscriminately paid out for the purchase of Eastern 
money. That the profit or loss shall be in common, after 
charging a reasonable compensation for any extra service 
rendered by the officers of the bank receiving them. That 
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this fund shall be withdrawn at any time by a vote of a ma- 
jority of the banks concerned, and that the president and 
directors of the receiving bank shall be at liberty to decline 
continuing the agency when they shall see fit, expecting no 
remuneration for the services which they may render in this 
business for the common good. 

*' The committee have no doubt that, if these measures are 
adopted and vigorously pursued, the banks in this place will 
obtain a circulation of three million dollars, and a propor- 
tionable increase in their discounts. 

"John A. Lowell. 
"William Lawrence." 



The consideration of this letter by the banks to 
which it was addressed resulted in a meeting, at which 
a sub-committee of one from each of the banks was 
appointed to take the matter into consideration. * On 
the 24th of April the sub-committee met, and it was 
voted, — 

"That it is expedient to send home all the bank-bills in 
circulation issued from banks out of the State, and the bills 
of such other banks as the committee of arrangements may 
think proper. 

" That the sum of three hundred thousand dollars is neces- 
sary to carry the same into effect. 

" That this sum should be furnished by the banks in the 
following proportions, — 
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State Bank $5o,cx)o 

Massachusetts Bank 50,000 

Union Bank . 40,000 

Manufacturers and Mechanics' Bank . , 40,000 

Columbian Bank ^ . . 30,000 

Eagle Bank 30,000 

Suffolk Bank 60,000 

^ $300,000 

in bills of the several banks, and paid out in equal propor- 
tions. All profits and all losses to be in proportion to the 
sums assessed. 

" That a committee of one person be appointed from each 
bank concerned in the association, to be appointed by the 
several boards of directors of the said banks, with full powers 
to carry into effect the object of this meeting.*' 

These votes were at once ratified by the banks in- 
terested ; and the Suffolk Bank was chosen to act as 
the agent of the associated banks. 

To carry out the scheme it was agreed that the Suffolk 
Bank, as the agent of the associated banks, should receive 
from them all their country money at the same or less 
discount than any other banks in Boston received it, and 
should send it home for redemption ; that the associated 
banks should, at all times, be ready to give advice and 
assistance to the Suffolk Bank in case of need ; that they 
should acknowledge their interest in and support of the 
measure, so long as they approved of the same ; that if 
the business should be conducted in a manner not satis- 
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factory to any bank it might withdraw by giving thirty 
days* notice ; and that the Suffolk Bank might give up 
the business at any time by giving the same notice. 

On the isth of May the Suffolk Bank accepted 
the agency of the association, and on the 24th began 
the business of receiving country money from the asso- 
ciated banks under the agreement. 

The country banks naturally were very much excited, 
and loud in their opposition. They felt that the result 
must be the curtailment of their circulation, and the 
necessity of keeping a larger specie reserve. In derision 
they called the associated banks the " Holy Alliance," 
and some dignified the Suffolk Bank with the title of 
the " Six-Tailed Bashaw." But they soon became con- 
vinced that a promise to pay, printed on the face of a 
bank-note, meant a promise to pay specie on demand ; 
that such a demand was likely to be made upon them at 
any time ; and that the associated banks, with the Suf- 
folk as the agent, were not to be frightened or turned out 
of their course by sarcastic words. 

The directory of the bank at once appointed a Foreign 
Money Committee to take charge of the redemption 
business. By foreign money was meant bills issued by 
banks located outside of Boston, and such bills were 
known in Boston by that name till the establishment 
of the present National Bank currency. 

On the i6th of May, 1825, the associated banks 
agreed that instead of dividing the profits the Suffolk 
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Bank should receive from them at par all the foreign 
money they might receive from their depositors, and 
immediately place it to the credit of the bank depositing 
the same. This agreement was to be binding for sixty 
days ; after which any of the associated banks were at 
liberty to withdraw oy giving sixty days* notice. The 
Suffolk 'Bank, however, agreed to make the agreement 
binding for six, nine, or twelve months, provided the 
further sum of two hundred thousand dollars should be 
contributed by the associated banks. 

The foreign money now poured in so fast upon the 
Suffolk Bank that early in December it was obliged to 
make an arrangement with the associated banks to delay 
drawing for their foreign money deposits as long a time 
as possible ; and at the same time instructions were given 
to the New York agent not to purchase any more bills 
of any kind in that market. 

All the bills of the New England banks that from 
any cause found their way into any bank in Boston 
were now within twenty-four hours sent into the Suf- 
folk Bank, were by that bank redeemed and charged to 
the issuing bank, which was obliged to provide funds in 
Boston for their payment. This it could do by a remit- 
tance of specie, exchange on Boston, or other bank-bills, 
which in their turn were charged by the Suffolk to the 
banks issuing them. Thus every bank putting out bills 
was obliged to limit its issue to its ability promptly to 
redeem ; and it could not take advantage of a remote or 



Digitized by VjOOQIC 



ITS REDEMPTION SYSTEM. 15 

inaccessible location, trusting to this hinderance to expand 
its circulation beyond a safe limit. 

Early in 1826 the foreign money committee reported 
that one teller, three assistant tellers, and one messen- 
ger would be necessary to transact the business of that 
department. 

On the 1st of November the losses in the foreign 
money department had amounted to 1^1,183, namely: 
one package of Thomaston Bank bills containing ;^6oo, 
and ^583 in various small deficiencies, uncurrent and 
counterfeit bills. The directors, in order to reduce the 
risks to a minimum, and obtain the strictest accounta- 
bility, entered into an agreement with Mr. Grubb, the 
redemption teller, that in consideration of ;^ 1,050 per 
annum, in addition to his regular salary, he should give 
bonds to indemnify the bank for all deficiencies, counter- 
feits, mutilated or uncurrent bills in his department. He 
was to have the use of three foreign-money clerks, and 
the help of the other clerks as heretofore ; all other help 
he might require was to be at his own expense ; and the 
•bank was to have the right to employ the foreign-money 
clerks in carrying home the bills of country banks for 
payment, whenever it might be necessary, without fur- 
ther allowance to Mr. Grubb. 

This arrangement continued eight months ; when Mr. 
Grubb sent the directors a communication informing 
them that the foreign money business had increased so 
much, that his compensation was not sufficient. In view 
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of the fact that the business was in a fair way of further 
increase, a new arrangement was made with him, whereby, 
in consideration of $4,250 per annum, he assumed the 
whole expense of the foreign money department, hiring 
his own clerks, and taking all risks of loss ; and either 
party had the right to discontinue the arrangement by 
giving thirty days' notice. 

The foreign money business was now fairly estab- 
lished, and growing in magnitude every day. The 
general arrangement made with the New England 
banks, which opened an account with the Suffolk Bank 
for the redemption of their bills, was as follows : Each 
bank placed a permanent deposit with the Suffolk Bank 
of $2yQQO and upwards, free of interest, the amount 
depending upon the capital and business of the bank. 
This sum was the minimum for banks with a capital 
of $100,000 and under. In consideration of such de- 
posit the Suffolk Bank redeemed all the bills of that 
bank which might come to it from any source, charging 
the redeemed bills to the issuing bank once a week, or 
whenever they amounted to a certain fixed sum ; pro- 
videdy the bank kept a sufficient amount of funds to its 
credit, independent of the permanent deposit, to redeem 
all of its bills which might come into the possession of 
the Suffolk Bank ; the latter bank charging it interest 
whenever the amount redeemed should exceed the funds 
to its credit ; and if at any time the excess should be 
greater than the permanent deposit, the Suffolk Bank re- 
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served the right of sending home the bills for specie re- 
demption. As soon as the bills of any bank were charged 
to it, they were packed up as a special deposit, and held at 
the risk and subject to the order of the bank issuing 
them. In payment the Suffolk Bank received from any 
of the New England banks, with which it had opened an 
account, specie or the bills of any New England bank in 
good standing at par, placing them to the credit of the 
bank sending them on the day following their receipt. 

In 183 1 redemption had increased so rapidly that the 
Suffolk Bank notified all its correspondents that there- 
after it should charge them daily dXl their redeemed bills, 
keeping the same in special deposit, and subject to the 
order of the issuing bank. In the case, however, of the 
Rhode Island banks, whose bills were redeemed through 
the Merchants' Bank of Providence, the agreement was 
so far modified that the Suffolk Bank delivered all bills 
of that State in Providence at its own risk; and the 
Merchants' Bank reciprocated, and delivered all the New 
England bills it sent to Boston for redemption to the 
Suffolk Bank, taking the same responsibility. 

Although the hostility to the Suffolk Bank had some- 
what abated, as the system became more widely extended, 
and more country banks opened an account with it, still 
many of the weak ones felt that it was arbitrary and 
oppressive. The following letter, written in 1832, by the 
cashier of the Suffolk Bank to the Bank of Rutland, 
Vermont, gives a good idea of the feeling then prevail- 
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ing, and of the true position of the Suffolk Bank with 
regard to the New England banks, as well as one of the 
principal reasons for requiring them to keep a permanent 
deposit. He writes : — 

" We have never required you to redeem your bills at this 
bank instead of your own ; nor have we ever demanded of 
you * an exorbitant price for counting your bills/ They will 
be received and counted at this bank whether you have a per- 
manent deposit with us or not. We ask of you a permanent 
deposit as a consideration for receiving from you bills of all 
the other banks in the New England States in exchange for 
your own at par \ some of which are converted into specie by 
us at a discount of one and a half per cent. In addition, we 
take the whole risk of those bills after they have been placed 
in our hands. We have now on hand $18,005, i^ ^"^^ of the 
Burrillville Bank, which has recently failed ; whether we shall 
get pay for them or not is very doubtful. If you still think 
the price we ask for transacting your business is exorbitant, 
and should prefer paying your bills at your own counter, we 
have no objections to sending them there ; but we hope you 
will not expect us to take the bills of all the other banks in 
the New England States in payment for them at par. We 
have no intimation from other sources of a growing disaffec- 
tion among the country banks ; and if we had, we should not 
feel ourselves obliged to transact their business without a 
reasonable compensation. On the contrary, gentlemen who 
were very much opposed to the system we have pursued, at 
its commencement, now express approbation of it, and their 
willingness to contribute to its support rather than it should 
be abandoned." 
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Between the years 1831 and 1833, a great increase took 
place in the number of banks in New England. During 
>this period ninety new banks were chartered, of which 
forty-five were located in Massachusetts. The Suffolk 
Bank became overloaded with redeemed bills ; the banks 
were slow in making remittances, and the accounts of 
many of them were overdrawn. Accordingly the Suffolk 
Bank sent a circular to such of its correspondents as it 
allowed to overdraw, informing them that on account of 
the scarcity of money, and in order to have some control 
over its own funds, overdrafts must be limited to ten 
thousand dollars. It also adopted the rule that the 
Boston banks must make their foreign money deposits 
before one o'clock, otherwise they would not be credited 
till the following business day. At the same time it re- 
duced the permanent deposits required from the Boston 
banks to j^ 15,000 as a minimum. 

In September, 1833, the pressure in the money market 
became so great that it was found necessary to notify a 
large number of correspondents to make their accounts 
good, and that overdrafts would not be allowed. The 
following is a specimen of many letters written about 
this time : — 

"Dear Sir, — Your account is overdrawn about $16,000 ; 
and we shall send home your bills for specie on Monday next, 
if it is not made good on or before Saturday. We cannot 
permit any overdrafts on this bank in future, and shall here- 
after send your bills home for payment unless you have funds 
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here to redeem them as fast as received. We can allow no 
overdrafts, because banks are so numerous and money so 
scarce that it has become necessary for each bank to rely , 
entirely on its own resources, and to limit its business 
accordingly. 

" Yours, very truly, etc., etc." 



The directors at the same time passed a vote that 
" when notice is sent to any bank that its bills will be 
sent home for specie, unless its account is made good by 
a certain day, it shall be the duty of the president to 
carry it strictly into effect." 

In 1834 the redemption business had increased five- 
fold, from 1^80,000 to 1^400,000 daily. The officers were 
employed till nearly midnight, and then often obliged to 
lay aside a large number of bills to be counted the next 
morning. To reduce the business, and keep it within 
bounds, it became necessary to modify the arrangement 
made with the Boston banks. Heretofore they had been 
allowed to send in all their foreign money at par : now 
they could send in on any one day an amount equal to 
one half of their permanent deposit. If they exceeded 
that amount they were charged one tenth of one per 
cent, on the excess. They were also restricted to the 
foreign money received by them in the regular course 
of their business, excluding deposits from banks and 
brokers. By these means it was hoped the business 
could be brought within reasonable limits. At the same 
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time the permanent deposit of the Boston banks was re- 
duced to j!io,ooo; and in May, 1835, a further reduction I 
was made to $5,000. 

During the winter of 1835-1836 thirty-two new banks ) 
were chartered in Massachusetts, making a total in- 
crease of seventy-eight new banks in this State during 
a period of six years, or more than double the number 
of banks in operation in 1830; and nearly the same 
ratio of increase took place in the number of banks in 
the New England States. In 1830 they numbered one 
hundred and sixty-nine; in 1837, three hundred and 
twenty-one. Many of these banks were started with 
little or no real capital ; specie was borrowed for \ 
one day to be counted by the Bank Commissioner, and 
on the next it was replaced by the notes of the stock- \ 
holders ; the bills of these banks, loaned in violation of 
the usury laws at high rates of interest, were used in the 
wildest speculations. The country was flooded with 
them, and specie was becoming scarce. The ratio of 
specie to deposits and circulation had fallen to one to 
thirteen and a half, or less than seven and a half per 
cent., the smallest then ever known. These bills poured 
into the Suffolk Bank for redemption ; and in April, 
1836, it sent the following circular letter to forty-four 
banks, whose accounts were overdrawn in the aggregate 
sum of 1^664,000 : — 

" Sir, — In consequence of the great increase of banks in 
the New England States during the past winter, and the 



Digitized by VjOOQIC 



22 THE* SUFFOLK BANK AND 

scarcity of specie, it has become impracticable to allow any 
further overdrafts on this bank, or to hold your bills beyond 
the amount of funds to your credit. Your account is now 

overdrawn dollars, which we must rely upon your making 

good with as little delay as possible ; and we shall be com- 
pelled to send your bills home for specie in future, unless you 
have funds here to redeem them. We regret the necessity of 
these measures, but the deranged state of money matters 
throughout our whole country renders them unavoidable. 

" Yours, etc., M. S. Parker, Caskier^ 

Specie became scarcer every day, and the bank was 
constantly losing. On the 24th of June it paid Southern 
drafts in specie to the amount of 1^140,000; besides 
which it furnished 1^50,000 to the Neponset Bank, which 
was to commence operations in a few days, and was 
under obligations to furnish ^^50,000 more to a new bank 
to be organized in Haverhill on the following Tuesday. 

The pressure was so great that by November the 
Suffolk Bank had reduced its loan from $1,412,000 to 
1^500,000, and was still suffering. So low had its specie 
reserve become, by reason of the overdrafts of the New 
England banks, that it was deemed advisable to put out 
no more of its own circulation ; discounts were at twenty- 
four per cent, per annum, and exchange was so high that 
the least advance would induce large shipments of specie 
to Europe. These were some of the indications of the 
coming storm which was to break upon the country the 
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following year,— warnings of trouble which the managers 
of the bank were prompt to heed, and which they put 
the bank into a condition to meet. 

The foreign money business had become so large, 
notwithstanding all efforts to keep it within bounds, 
that it was necessary to increase Mr. Grubb's salary to 
J>8,5CX) per annum, he assuming all loss by counterfeits 
and uncurrent or mutilated bills as heretofore. It was 
further agreed that he should turn over to the directors 
for destruction all bills of these descriptions which he had 
been obliged to make good since he first took charge 
of the department. The amount was j? 1,475 only, an 
average of less than $ 1 50 a year, such great care and 
watchfulness had he exercised. 

The threatening storm now broke. On the 12th of 
May, 1837, the Suffolk Bank, in common with the other 
banks, suspended specie payments. The New York and 
Providence banks had suspended the day before, and the 
Boston banks must at once suspend, or lose all their 
specie. In such good condition had the bank been 
placed by its managers, that on the 29th of May the 
president wrote to Mr. Reuel Williams, of Augusta : — 

" In regard to resuming specie payments, I can only say 
that we are ready to commence again to-day, and intend to 
remain in this condition till others are also ready. It will, 
however, be impossible for the banks generally to resume 
until we have a National Bank, or at least till exchange on 
England comes down to par." 
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The suspension of specie payments put an end at 
once to all coercive measures on the part of the Suffolk 
Bank, and consequently each bank was left to its own 
volition. Many of the banks continued to redeem their 
bills at the Suffolk as heretofore. The bills of these 
banks passed current all over the Union, and in some 
places even commanded a premium. Others withdrew 
their accounts, and the bills of these banks had a local 
circulation merely, and were current only in the imme- 
diate neighborhood of the bank issuing them. At first 
many of the weak banks, particularly the Maine banks, 
which had always been opposed to the Suffolk system, 
were inclined to break off, and even some of the strong 
ones were in favor of abandoning the system altogether. 
But sober second thought led them to see the import- 
ance of sustaining it, and they became convinced that it 
was for the general good, as well as for their own in- 
terest ; and that, if the system were abandoned during 
the suspension of specie payments, the bank-note 
currency would drift back into its old condition, when 
there were almost as many rates of discount as there 
were banks. 

During this period a constant correspondence was 
carried on, particularly with the Maine banks, many 
of whose bills the Suffolk continued to receive, urging 
them to continue in the system. In a communication 
to the president of the Mercantile Bank, of Bangor, "• 
occurs the following: — 
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" The Vermont banks have resolved to sustain the system, 
and the Massachusetts, Connecticut, and New Hampshire 
banks, notwithstanding the inflammatory communications you 
have seen in the papers, will do the same. We have been 
requested by several merchants, who are largely interested in 
the trade of Maine, to continue to receive your bills till they 
have had time to visit or communicate with you on the 
subject/' 

Notwithstanding the efforts of the Suffolk Bank to re- 
duce the overdrafts of its correspondents, many of them 
were unable to comply. Most of the Maine banks, as 
usual, were largely in its debt ; and it was finally obliged 
to decline to receive the bills of a large number of them. 
With these it made the best settlement it could : in some 
instances taking a bond of indemnity from the directors 
and prominent stockholders; in others, real estate in 
Oldtown, Bangor, and other places, most of which it was 
obliged to carry till 1842. Its total losses by Eastern 
banks were very great, and the confidence of the direc- 
tors jn the banks of this section of the New England 
States was very much impaired. 

In April, 1838, the bank began to make preparations 
for resumption, and notified all its correspondents that 
they must make their accounts good on or before the 
first of July. Specie began to flow into the country from 
England, and resumption on bills of five dollars and un- 
der was at once commenced. Confidence was restored, 
— so much so that during the first week of resumption 
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no bank in Boston was called upon for over five hundred 
dollars in specie on any one day, and in many banks 
more specie was deposited than was paid out. 

Notice was sent to the Merchants* Bank of Providence, 
through which the bills of the Rhode Island banks were 
redeemed, that it must reduce its overdraft to ;p 100,000. 
The Suffolk Bank, soon after suspension, had impressed 
upon the Rhode Island banks the importance of con- 
tinuing the redemption system, and had offered them 
temporary aid to enable them to do so. This offer had 
been availed of by the Merchants* Bank, and its indebted- 
ness now amounted to over $350,000, much to the incon- 
venience of the customers of the Suffolk Bank. In 
calling upon the Merchants* Bank to reduce this amount 
to $100,000, Mr. Stone, the president, writes: "I hope 
you will take measures to induce the banks of your State 
to reduce their circulation to their means of redeeming 
as early as possible.** This the Rhode Island banks were 
slow to do ; and in July, and again in September, Mr. 
Stone informed the Merchants' Bank that the Suffolk 
was suffering great inconvenience by the overdrafts of 
the Rhode Island banks, and unless the amount was 
speedily reduced he should send home their bills for 
specie, of which he was much in need, as the Suffolk 
was then redeeming for over three hundred banks ; 
money was very scarce, and he had been unable for 
some weeks to make any discounts. In December a 
new arrangement was made with the Merchants* Bank, 
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and the amount of overdraft was fixed at $50,000, with 
the understanding that, if the banks of that State could 
not keep themselves in a condition to meet this limit, 
the Suffolk would decline to receive their bills. 

The Suffolk Bank had now a monopoly of the foreign 
money business ; it had paid to its stockholders large 
annual dividends ; and in September, 1839, it was voted 
to increase the capital to ;p 1,000,000. At the same 
time an extra dividend of thirty-three and one third 
per cent, was declared out of its surplus profits. 

In 1 841 the United States issued a loan of jj 1 2,000,000, 
with interest at the rate of five and two fifths per cent., 
payable quarterly. Of this amount the Suffolk Bank 
took $500,000. During the year, however, money be- 
came very scarce, and the directors adopted the policy 
of discounting only the shortest paper, fixing their ex- 
treme limit to three months. In a letter to the president 
of the Bangor Bank, who had applied for a discount to 
enable him to make the account of that bank good, the 
president of the Suffolk, under date of the 25th of 
October, says : — 

" Our discount sheet has been entirely closed for some time 
past ; and our board will not consent to discount for any one. 
If the water ran in the Penobscot as freely as the specie has 
run from our vaults since the first instant, you would have no 
difficulty in getting your lumber to market. I am glad you 
are so situated as to hear the thunder before the lightning 
reaches you." 
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By the ist of December money had become so scarce, 
and the pressure so great, that notice was sent to one 
hundred and three banks, whose accounts were over- 
drawn, that unless they at once made their accounts 
good their bills would be sent home for specie ; and a 
vote was passed to honor the draft of no bank beyond 
the funds to the credit of the drawer. 

In all the agreements made with country banks it was 
inserted that they should make all collections in their 
towns for the Suffolk Bank free of charge, and should 
account for them seven days after maturity ; the Suf- 
folk Bank on its part agreeing to make all their collec- 
tions in Boston at par, and those elsewhere at the regular 
rates of exchange. The country banks, forgetting their 
agreement, and laboring under the impression that the 
Suffolk Bank was making too much profit out of them, 
would often charge a half of one per cent, for making 
collections. This invariably led to a remonstrance on 
the part of the Suffolk, and sharp correspondence often 
ensued. 

In June, 1842, the Bank of Montpeliei* made such a 
charge, and justified itself on the ground that the charge 
was made, not for collecting, but for remitting the pro- 
ceeds to Boston. The president of the Suffolk Bank 
says in reply: — 

" And what is the character of these proceeds ? Not specie 
or its equivalent, but chiefly the bills of upwards of three 
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hundred banks, some of which we are obliged to send as far 
as from here to Montpelier to collect, and at an expense of 
more than one per cent." 

And then, in reply to certain remarks indicating that 
the old feeling against the Suffolk System had not died 
out : — 

" Your remarks in relation to the Associated Banks indicate 
that you are under a misapprehension, as no such association 
has been in existence for carrying on the foreign money 
business for more than eighteen years. The Suffolk Bank 
stands upon its own responsibility, independent and free as 
the Bank of Montpelier ; and we feel competent to judge of 
what is just and proper in our arrangements with other banks. 
If we have been successful in our business it has not been 
owing to the banks in your State. The loss we sustained by 
the Windsor Bank alone was nearly equal to the amount 
of permanent deposits we ever received from all the other 
banks." 

On the 1st day of April, 1844, the loan of the bank 
amounted to $3,026,714; of which amount 1^948,800 was 
in United States treasury notes and Massachusetts 
bonds ; and a large part of the balance was in demand 
loans to the New England banks, being overdrafts bear- 
ing interest, for which the bank held their^ circulating 
notes, payable on demand in specie, as collateral. And 
herein lay the great power of the Suffolk Bank. A 
pressure upon it from any cause induced it at once to 
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notify the debtor banks to pay their overdrafts, on penalty 
of having their bills sent home for specie. The country 
banks kept their circulation as extended as possible for 
their own profit. Their overdrafts on the Suffolk en- 
abled them to do so ; but at the same time it put them 
completely into its power. The weaker and the more 
expanded they were by reason of their ignorance of the 
principles of sound banking, or their desire for large 
profits, the more difficult they found it to respond, till 
the time came when the Suffolk discredited their bills. 
Then they found themselves in a very uncomfortable 
position, and realized the truth of the proverb, " The 
borrower is slave of the lender." 

It must not be inferred that the Suffolk Bank en- 
couraged any such expansion of their circulation ; on 
the contrary, the Suffolk Bank system was established 
for contracting it, and all its efforts were exerted in that 
direction. And although the overdrafts were a source 
of profit, still its constant effort was to keep them within 
reasonable and safe limits, and so keep their circulation 
in the same bounds. In a letter to the Eastern Bank 
of Bangor, the president of the Suffolk says : — 

" Your proposal has been laid before our board again to- 
day ; but our directors decline discounting any more paper 
for you at present. They were in hopes that the discount of 
$18,000 a few days since would enable your bank to keep its 
account good ; but it has been behind-hand again about 
$23,000, which they wish you to cover in ; at any rate, they 
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will not consent to its being increased. With the new tariff 
and sub-treasury staring in our faces, we think it unwise for 
the banks to expand. I can only say if all the banks in New 
England were moving on at the same rate you are, it would 
require more than all the capital of the banks in this city to 
supply their wants/' 

Constant warnings like the above run through all the 
correspondence of the bank. Neither was the bank 
willing to enter into correspondence with any new banks 
for the redemption of their bills, thus giving them credit, 
unless it was satisfied the public would be safe in taking 
them, although itself might be reasonably secure, as in 
all cases it required a permanent deposit for the redemp- 
tion of bills, and kept the matter of overdrafts en- 
tirely in its own hands. Overtures for the opening of 
such accounts were sometimes received, but invariably 
rejected. • 

About this time an arrangement was made with 
bankers and others in New York State to receive from 
them New England bills at one tenth of one per cent, 
discount. 

In 1846 Mr. Grubb's salary was raised to $10,800, on 
the same terms as heretofore ; and he handed over to 
the foreign-money committee, for destruction, all the 
counterfeit, mutilated, and failed bills, etc., which had 
been charged to his account since 1836; the total 
amount was $2,442, as per the following schedule : — 
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Counterfeits $1,107 00 

Broken banks 766 00 

Alterations 221 00 

Specimens 89 00 

Counterfeit signatures ' 72 00 

Globe Bank, Bangor 120 00 

Fulton Bank, Boston 67 00 

In 1847 redemptions had increased to such an extent 
that it became almost impossible to count the foreign 
money received daily ; and large amounts had to be laid 
aside for the next day, thus increasing the next day's 
labor, which frequently had to be thrown on to the third 
day. The directors felt it exceedingly important that 
each day should accomplish its own work. Accordingly 
they increased Mr. Grubb's salary to ;j! 14,000 per annum ; 
and two years later they raised it to 1^20,000 ; at which 
time he handed over to them for destruction the counter- 
feit and uncurrent bills redeemed by him since 1846, 
amounting to $2,020. 

The business of the bank continued to increase so 
fast that in October more space was required in which 
to conduct its operations ; and a notice was issued that 
no bills for redemption would be received unless they 
were assorted into two packages, one containing Boston 
bills only, and the other the issues of other banks. At 
first some of the banks resisted, but the firm determina- 
tion of the Suffolk to receive them in no other way 
resulted in an acquiescence on their part, without which 
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it would have -been almost impossible to accomplish 
the daily work. It was also determined that no more 
redemptions should be made for individuals, private 
bankers, or brokers. 

The average daily redemptions were now about 
;^750,ooo, and the business was very remunerative. 
Since the extra dividend of thirty-three and a third per 
cent, in 1839, ^^^ bank had paid dividends to its stock- 
holders of eight per cent, annually to 1847, and from 
1847 to 1852 ten per cent, annually, besides which it had 
accumulated a surplus of $330,000. 

In 1853 it was found necessary again to increase the 
appropriation for the foreign-money department. Mr. 
Grubb's -salary was raised to 1^24,000 per annum, and a 
gratuity of ;pi,700 was divided among the officers of the 
banking department for their assistance in the foreign- 
money department during the past year. 

The banks of New England were divided into two 
classes : those keeping a deposit with the Suffolk Bank 
and redeeming their bills at its counter ; and those which 
kept an account with some other Boston bank, with 
which an arrangement was made for the redemption of 
their bills. The Suffolk Bank did not require the New 
England banks to keep a deposit with it as a condition 
precedent to receiving their bills at par. On the con- 
trary, it received at par the bills of all sound New Eng- 
land banks, whether they kept an account with it or not. 
It only required that they should redeem their bills at 
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some convenient place in Boston on penalty of having 
them sent home for specie. 

For the bills of the former class of banks the Suffolk 
had security in the form of deposits and collections. 
For the bills of the other class it had no security except 
the good faith of the banks acting as their agents, 
to which it charged and sent daily all the bills for the 
redemption of which they were responsible. As these 
could not be sent till the day after they were received, the 
Suffolk Bank was actually taking the risk of redemption 
on all this class of bills for one day without any security ; 
and should any of these banks fail, it had no positive 
assurance that the redeeming bank, with which such 
failed bank kept an account, would receive from it the 
bills it might have in hand. 

Early in 1853 the Eastern Bank of West Killingly 
and the Woodbury Bank of Connecticut got into trou- 
ble, and the Boston bank with which they kept their 
accounts, and which acted as their agent, declined to 
receive from the Suffolk the bills of these two banks 
which it had on hand. The directors at once instructed 
the cashier to send the following circular to those banks 
in Boston which acted as agents in redeeming the bills 
of country banks : — 

"Suffolk Bank, Boston, March 21, 1853. 

"To THE President and Directors of the Bank. 

"Gentlemen, — In receiving at par the bills of New Eng- 
land banks we have not required that they should keep their 
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accounts with us, but have given them the option of keeping 
them in other banks in Boston. It is obvious, however, that 
in such cases we must rely for our security upon the assurance, 
expressed or implied, that those Boston banks which act as 
agents in paying the bills of other banks would continue to 
redeem the bills taken by us in our regular business until after 
notice to the contrary. Without such assurance, the collec- 
tions and deposits, in other words, all the security, would be 
in the hands of one party, while all the risk was incurred by 
the other. 

" We cannot believe that any other interpretation of the 
existing arrangements could be seriously contemplated ; but 
to preclude any possible doubt, we take the liberty of stating 
in terms, that we receive the bills of all those country banks 
that are sent into other Boston banks for redemption, for ac- 
count and at the risk of such Boston banks until after notice 
shall be given to us of their intention to discontinue such 
redemption. 

** If you have any bank accounts that you cannot continue 
on these terms, please advise us of such bank, that we may 
either discontinue receiving their bills, or notify them that a 
different arrangement must be made. 

^Respectfully yours, 

" I. C. Brewer, Cashierl^ 

To this circular very few of the banks made any reply. 
By their silence they accepted it as a notice from the 
Suffolk Bank, by the terms of which they were to be 
bound in future transactions. The Exchange Bank of 
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Boston sent a protest, declining to be bound by its re- 
quirements. This bank had the accounts of some twenty 
country banks, and was acting as their agent. Unless 
the Exchange Bank complied with the terms of the cir- 
cular the Suffolk must throw out the bills of all these 
banks. Before doing so, however, it sent a letter to each 
of the country banks, correspondents of the Exchange, 
making a plain statement of the facts. The country 
banks were naturally very much displeased at the action 
of the Exchange Bank. They regarded it as a want of 
confidence in their credit, and ten or more of . them at 
once transferred their accounts to the Suffolk. 

About this time an effort was being made to establish 
a bank in opposition to the Suffolk. As yet it had met 
with no favor from the Boston banks. Its principal 
supporters had been out-of-town banks, who for one 
reason or another had become prejudiced against the 
Suffolk. But now the enterprise was joined by the 
Exchange Bank, which felt itself aggrieved by the action 
of the Suffolk, and all its influence was exerted to carry 
the project to a successful termination. This was not 
accomplished till some years later. But there is little 
doubt that the circular of the 2ist of March was one of 
the remote causes which led to the establishment of the 
Bank of Mutual Redemption. 

The country banks opposed to the Suffolk naturally 
exerted their powers to annoy it, and sometimes they 
were very ingenious. One of the most strenuous oppo- 
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nents of the Suffolk Bank system was the Veazie Bank 
of Bangor. Through its instrumentality a law was 
passed in Maine giving the banks of that State a certain 
delay, after demand at their counters, in which to redeem 
their bills in specie. The Veazie Bank availed itself of 
the time allowed, which it used to the annoyance of the 
Suffolk Bank. Having received in the regular course 
of its business a quantity of Veazie Bank notes, the 
Suffolk Bank would send a messenger to Bangor and 
demand specie for the same. The bank would acknowl- 
edge the demand and claim the lawful delay. . In the 
mean time it would collect Boston funds and send them 
to a well-known Boston broker, who, himself no friend 
of the Suffolk Bank, would take great pleasure in ex- 
changing them in one way and another for checks on 
that bank. He would then present himself at the bank, 
demand specie for his checks, and with the coin thus 
obtained pay it for the bills for which it had demanded 
specie some days before: in short, not only requiring 
the Suffolk Bank to hold the bills t)f the Veazie Bank 
for a certain specified time, but at the end of that time 
to furnish specie for their redemption. 

In 1854 the receipts of foreign money had become so 
large that it was impossible to finish the daily counting and 
assorting till nearly midnight. To expedite matters, a 
circular was sent to the Boston banks to the effect that no 
New England money would be received from them later 
than twelve o'clock each day. This was found necessary 
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because many of the Boston banks did not make their 
deposits till nearly three o'clock, and the redemption on 
some days amounted to almost a million dollars. The 
banks demurred, and a modification was made whereby 
they were allowed till one o'clock to send in their foreign 
money ; and that which they received between one and 
two o'clock they sent in to the Suffolk the next morning ; 
for this it gave them Suffolk funds, payable that day. 

In April Mr. Grubb laid before the directors a state- 
ment of the expenses of the foreign-money depart- 
ment, showing them to have been $3i,6cx) for the year, 
including his deficit at the time his salary was raised to 
$24,000. Accordingly, it was voted to pay Mr. Grubb 
$7,600 to make up to him the deficit to date, and to fix 
the salary for the present at $27,000 per annum. Six 
months later the business had increased to so great an 
extent that it became necessary to appropriate $30,000 
for the annual expenses of the department, and to make 
preparation for the enlargement of the premises occupied 
by it. 

In December Mr. Grubb informed the directors that 
the losses in his department from the 5th of October, 
1853, to the 2d of August, 1854, had amounted to 
$1 1,098, in addition to which there were unsettled claims 
of various banks aggregating $2,200. This department 
now employed seventy clerks ; and the accommodations 
were such that the counting and assorting could not 
be carried on in one room, under the eye of a single 
overseer. 
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One year later the difficulties attending the busi- 
ness had become so great that the propriety of giv- 
ing up the whole system or of dividing the business 
between two banks was seriously discussed. After 
much earnest consideration of the matter it was finally 
decided to continue as before, and for that purpose to 
enlarge the bank building. 

In order to give the clerks in the foreign-money 
department a pecuniary interest in securing the utmost 
accuracy and fidelity in its business, a fund was created 
for their benefit. To this fund $5,ocx) was to be cred- 
ited annually, and to it were to be charged the losses in 
the department, and the interest of the balance was to 
be divided among the clerks. But the losses more than 
counterbalanced the fund, and nothing was gained to 
them. Premiums for accuracy were also tried, but the 
losses still continued. In October, 1855, 1^14,211.27 was 
paid on this account, and in October, 1856, $7,728.06. 
That these losses were not always attributable to dis- 
honesty is evidenced by the fact that on one occasion, 
shortly after there had been a loss in this department of 
$2,929, the President received through the post-office an 
envelope inclosing the same amount, with a memorandum 
attached, " Lost by carelessness." 

In July, 1857, 1^40,000 was appropriated for the 
expenses of the foreign money department. This was 
the largest amount that was ever appropriated for the 
business. The redemptions for the year amounted to 
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$400,ocx),ooo. This amount, for New England alone, 
is nearly double the amount redeemed for the whole 
United States for the fiscal year 1 876-1 877, by the Re- 
demption Bureau at Washington, under the United 
States Bank Act. This department, during that year, 
redeemed 1^214,361,300, at an expense of ;Ji67,704.05, as 
follows : — 

For salaries $150,695.68 

Printing and binding 6,604.30 

Stationery 3,818.10 

Postage 3,716.66 

Contingent expenses 2,869.31 

$167,704.05 

showing the cost of assorting and counting the bills by 
the United States to have been over seventy cents per 
1^1,000 for salaries alone, while the Suffolk Bank assorted 
and counted $400,000,000 in 1857 at an expense for 
salaries of 1^40,000, or ten cents per $1,000 ; the United 
States Redemption Bureau that year expending seven 
times as much as did the Suffolk Bank to do the same 
work. 

The difference of cost is much more apparent in the 
work of 1879 ^"d 1880. During the fiscal year ending 
June 30, 1879, the agency at Washington redeemed 
$154,769,000, at an expense for salaries of $133,956, or 
about eighty-six cents per $1,000; while for the year 
ending June 30, 1880, it redeemed $61,586,000, at an 
expense of $104,350, or a trifle over one dollar and sixty- 
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nine cents per $ 1,000, or nearly seventeen times as much 
as it cost the Suffolk Bank.* 

It is true that the United States Bureau assorts and 
counts the bills of two thousand banks; while the Suf- 
folk assorted and counted the bills of five hundred banks 
only. But this is counterbalanced by the fact that all 
the national banks are numbered and the notes of each 
bear across their face a number in red ink twice im- 
printed, indicating the number of the bank, so that they 
can be readily and easily assorted by numbers ; while 
the Suffolk Bank was obliged to assort by names, — a 
much more difficult and tedious task. The national 
bank-notes are moreover printed from similar plates and 
on the same quality of paper, all furnished by the Comp- 
troller of the Currency, making it easy to detect coun- 
terfeits and altered bills ; while the notes which the 
Suffolk Bank counted and assorted were printed from 
almost as many plates, and on as various qualities of 
paper, as there were banks. 

The expense of the Redemption Bureau at Washing- 
ton has to be borne by the national banks, in addition 
to keeping with the Treasurer at Washington a perma- 
nent deposit equal to five per cent of the entire circulation 
of the banks, a greater permanent deposit proportion- 
ately than was required by the Suffolk Bank, for the use 
alone of which it was contented to bear all the expense, 
and take all the risk of redemption ; a risk which, so far 

* Report of U. S. Treasurer for 1879, Table 33. 

M MM M M 1880. Tables 30 and 39. 
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as the United States Treasurer is concerned, is nothing, 
as he has collateral security in his hands for all redemp- 
tions in the form of United States bonds at ninety cents 
on the dollar. 

If the local banks of New England had any just cause 
of complaint against the Suffolk Bank and its system, 
well might the national banks of to-day protest against 
the expenses of the Redemption Bureau. That no such 
protest is made may be attributed to the useful lessons 
taught by the Suffolk Bank, namely, that the bank cur- 
rency of a country, to be sound and healthy, must be 
redeemable at some central point; that the more certain 
the community is of its redemption upon demand, the 
more widely it will circulate, thus benefiting both the 
banks and the public ; and that consequently the banks 
should complain of no reasonable expense that will 
accomplish so desirable an object. The history of the 
Suffolk Bank amply proves that such a purpose might 
be effected by private enterprise at less expense, and yet 
with as much safety to the public. 

During the five years preceding 1857 a large increase 
of banks took place in New England. In 1852 the num- 
ber was three hundred and sixty-one, and in 1857, five 
hundred and four. Speculation was rampant, merchan- 
dise of all kinds had advanced in price, and the bank 
loans were very high, while the specie reserve was low, 
being less than nine per cent of the circulation and de- 
posits. The loans had increased from $I47,839,ochd in 
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1852 to $192,450,000 in 1857; SO that the banks were 
in a very poor condition to withstand the panic which 
then took place. The directors of the Suffolk Bank had 
prepared themselves to meet the coming crisis, and had 
reduced their loans from 1^2,009,646.69 on the ist of 
April, to $1,409,641.74 on the ist of October. On the 
third of the month they voted to hold daily meetings, 
and on the 14th, in common with the other banks, and 
in accordance with the recommendation of the clearing 
house, they voted to suspend specie payments, recording 
the following vote : — 

" That specie payments be suspended by this bank for a 
season ; but that the business be conducted with reference to 
a resumption at the earliest practicable time ; and that in the 
opinion of this board specie payments might and would have 
been continued in Boston but for the unfortunate action in 
New York.*' 

The following year the Suffolk resumed. 

There had now for some years been a growing im- 
pression that the redemption of foreign money was very 
profitable to the Suffolk Bank; and the country banks 
felt that an agency might be established in Boston, in 
the profits of which, as stockholders, they might share. 
There was also the old feeling of ill-will among the 
weak banks, which had been compelled to keep their 
circulation within bounds. These were glad to join any 
enterprise which, while offering the prospect of more 
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liberal terms and at the same time of profit, would do 
anything towards checking the prosperity of the Suf- 
folk, and breaking up what they considered an unjust 
monopoly. 

Accordingly, an application was made to the Legis- 
lature, and in 1855 a charter was granted to the Bank 
of Mutual Redemption. This bank did not go into 
operation till 1858; and then, so firmly grounded in 
the good opinion of the Boston banks was the Suffolk 
system, it met with great opposition, not only from the 
Suffolk Bank, but also from the other banks connected 
with the clearing house, which denied it admission to 
that association. 

Many of the country banks interested in the Mutual 
Redemption at once withdrew their permanent deposits 
from the Suffolk, and requested it to send any bills of 
their issue which might come into its possession to the 
new bank for redemption. This the Suffolk declined to 
do, because the new bank kept no permanent deposit 
with it; and consequently it could not receive current 
money from it in exchange without giving it an advan- 
tage over the Boston banks, which paid for the privilege 
by a deposit ; thus doing for the Mutual Redemption 
gratuitously what all the other banks paid it for doing, 
and so virtually breaking up the system. 
' Much confusion was naturally the result, and between 
t}ie two stools some of the country banks feared they 
might come to the ground. Having withdrawn their 
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permanent deposit from the Suffolk, and that bank 
declining to send their bills for redemption to the new 
bank, they were anxious lest it should send them home 
and demand specie. Not keeping an account with the 
new bank, and the Suffolk declining to receive current 
money from it, they were fearful that the Bank of 
Mutual Redemption would send their bills home for the 
same purpose. 

Finally, after much correspondence between the two 
banks, an understanding was arrived at on the 9th of 
March, 1859; each bank agreeing to receive from the 
other such bills as either might receive in the regular 
course of the business of banks keeping an account with 
it. This arrangement was continued till the 22d of 
March, i860, when it was broken off on account of a 
disagreement as to when the responsibility on the re- 
deemed bills of the Rhode Island banks should cease. 

In the mean time, about one half of the banks in New 
England had transferred their accounts to the Bank of 
Mutual Redemption; and on the istof November, 1858, 
the Suffolk discontinued the regular business of count- 
ing and assorting country money. It signified, however, 
its willingness to receive such money at the rate of 
twenty-five cents per $1,000; and many of the Boston 
banks made an arrangement with it on this basis. It 
also continued to receive from country banks, which 
kept a satisfactory account with it, such country money 
as they might have occasion to send it in the way of 
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remittance. This business it continued till 1866, and 
elected annually a foreign-money committee to take 
charge of it. 

In giving up the business the directors made the 
following record : — 

" The Suffolk Bank has had for many years no motive be- 
yond that of securing to the community a continuance of the 
acknowledged benefits of the system. The labor, expense, 
and risks of the business have been equal to any remunera- 
tion received from the use of the deposits. We cannot con- 
sent any longer to have the bank placed in the position, as is 
charged against us, of carrying on the business merely for its 
profits ; nor can we be expected to stand out against public 
opinion, prejudiced and excited, in sustaining a system, how- 
ever beneficial to the public, after it has become unremunera- 
tive and hazardous to the stockholders of the bank. If public 
sentiment is now against it, and if it is less appreciated by the 
trading community and the city banks than heretofore, the 
cause is not to be found in the mode of pursuing it. The time 
has arrived for surrendering our agency in the system as 
heretofore conducted. Our responsibility in it must cease, 
because its main feature, the right to send home bills for 
specie, cannot be given up without destroying its efficacy; 
because our exercise of this right is effectually made use of 
by those hostile to the Suffolk Bank system to place the bank 
in a false attitude before the public; and because, under 
existing circumstances, the bank does not wish to stand in the 
way of a trial of the attempted experiment of a foreign-money 
system to be conducted on less stringent principles." 



Digitized by VjOOQIC 



• ITS REDEMPTION SYSTEM. 47 

It was the underlying principle of the Suffolk Bank 
system that any bank issuing circulation should keep 
itself at all times in a condition to be able to redeem it ; 
that it should measure the amount by its ability so to 
do ; and that the exercise at ariy time of the right to 
demand specie of a bank for its bills was something of 
which the issuing bank had no right to complain. The 
directors enunciated this principle when they first en- 
tered into the foreign-money business in 1824; they 
acted upon it during the whole existence of the system, 
and they gave up the business because the exercise 
of the right was made use of effectually, by banks 
hostile to the system, to place the Suffolk in a false 
position before the public. Yet the bank had not 
labored in vain : it found the currency of New England 
in a chaotic state ; but by putting this principle into 
practice it had brought order out of confusion, and had 
compelled the banks to keep themselves stronger than 
they otherwise would, and to live up to a principle the 
justice of which they could not deny, although the prac- 
tice of it might cause them to forego some seeming 
immediate profits ; and to this latter cause must be 
attributed much of the hostility it provoked. 

In June, 1864, the present National Bank Act was 
passed ; and on the ist of January following the bank 
organized under that Act as the Suffolk National Bank, 
by which name it is now known. A dividend of $128 
per share was paid to the stockholders, in addition to 
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which they received one share in the new national baij^i 
for each share held by them in the old bank. At tl 
same time the capital of the new bank was increase 
from $\yQQO,ooo to 1^1,500,000, and each stockholder ha 
the privilege of taking one new share for each two share 
held before. 

The redemption of foreign money being now at an 
end, the bank turned its attention to the regular busi- 
ness of discounting mercantile paper. It retained the 
accounts of a large number of New England banks, 
which had been its correspondents under the old system, 
and now acts as their reserve agent. Its success wa^ 
marked till the panic of 1873, having paid an average 
dividend of nine and three eighths per cent, per annum, 
and accumulated a surplus of $200,000 since its incor- 
poration as a national bank. The panic found it in a 
strong condition ; and it was able to meet all its lia- 
bilities, without being obliged to resort to clearing- 
house certificates by the pledge of its securities. 



The bank cf late years has been doing a local businesfT' 1 
// now offers its services to bankSy bankers, and merchants - 
throughout the Union who have any business with Boston, 
either for the deposit and safe keeping of funds, or for i 
the collection of drafts in any of the cities and towns of | 
the New England States, Any business efitrusted to its \ 
charge will be promptly and faithfully attended to ; afid' 
its management will endeavor at all times to make its re- 
lations with its correspondents mutually agreeable. 
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